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King George County
Service Authority

Memorandum

To: Board of Directors

From: Tom Lovett

Interim General Managq i5
Date: September 30, 2002

Re: Manager's Report- Refinancing

BACKGROUND
Last spring the Board authorized the refinancing of the Rural Development
Administration (RDA) loan due to favorable market conditions. However, at the time that
the bond pool was formed the market conditions became less favorable. We therefore
postponed our application from the spring bond pool until circumstances became more
favorable.

REVIEW
We have been advised by Virginia Resources Authority (VRA) that the current market
conditions appear much more favorable. Indeed we can refinance the current 5.25%
RDA loan with a VRA rate less than 5.0%, update our project cost estimates to reflect
current construction costs, save over $200,000 in debt service, and retire the bond 1
year sooner than the RDA loan. Additionally, with the VRA bond program, the Service
Authority will take possession of the proceeds unlike RDA which maintains all funds
contingent upon project completion, while the Authority is paying debt service on the
total face value of the loan

I have attached a chart indicating current estimates and those projects that could be
completed by refinancing the RDA package through VRA. The attached project analysis
defers some lesser projects, while fully funding all of the existing major projects with
current anticipated construction estimates. Additionally, RDA has advised that if the
Service Authority refinances the existing loan, RDA will honor the $1.5 million grant.

RECOMMENDATION
We recommend that the Board of Directors approve the refinancing of the current RDA
loan in the VRA winter bond pool. Deferred small projects will be rescheduled for review
in a later work session. This effort has been discussed with the County Administrator
and has his full support.














































































































